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Developments in August appear to have marked the 
turning point in the recent decline of business activity. 
Unemployment declined by 400,000. The Federal Reserve 
index of industrial production reversed its decline of the 
past eight months and rose 7 points to 169, as automobile 
production rose to an all-time high of 655,000 units in 
August and steel production rose to 86.3 percent of 
capacity in the last week of the month. Business loans 
continue to rise for the fourth successive week. Com- 
modity markets strengthened further, the index of 28 
basic commodity prices rising 4 percent during the month. 


Labor Situation Improves 


Unemployment in August dropped over 400,000 to 3.7 
million, while total civilian employment rose to a 1949 
peak of nearly 60 million. Most encouraging was an in- 
crease of nearly 1.4 million in nonfarm employment to 
51.4 million; this compares with 52.8 million employed in 
nonfarm jobs a year ago. The increase in nonfarm em- 
ployment is one of the largest for any single month in the 
past several years and absorbed many of the unemployed, 
as well as a substantial number previously engaged on 
farms. 

In line with the usual seasonal decline, agricultural 
employment fell 1.1 million. Total agricultural employ- 
ment is now 8.5 million, 50,000 less than a year ago. This 
drop in farm employment partially offset the rise in non- 
farm employment, so that total civilian employment rose 
only 227,000. With many temporary workers returning 
to other pursuits, the total civilian labor force declined 
about 200,000 to 63.6 million. This is roughly 500,000 
more than a year ago. 


Construction Maintained 

Total new construction activity in August rose season- 
ally to $1,900 million, 3 percent above July but 2 percent 
below the level of last August. Both private and public 
building activity increased over the previous month. 
Private building was 8 percent below August of last year 
as a result of an 8 percent decline in residential construc- 
tion and a 20 percent drop in nonresidential building. 
Public building was 18 percent above last August. The 
only categories to decline from the previous month were 
private nonresidential building and some types of utility 
construction. 


HIGHLIGHTS OF BUSINESS IN AUGUST 


For the first eight months of 1949, new construction 
totaled about $12.2 billion, approximately 2 percent above 
the level of the corresponding period last year. On the 
same basis, private construction had declined by 6 percent 
whereas public construction gained 30 percent. 


Sales and Prices Remain Steady 


The trade picture continued relatively stable. Retail 
trade in July was about 1 percent below the previous 
month and about 3 percent below the level of July, 1948, 
on a seasonally-adjusted basis. Sales of jewelry and ap- 
parel stores declined the most, 7 percent down from 
their June levels. However, judging on the basis of de- 
partment store sales, the gap between current sales and 
sales last year appears to have narrowed in August. In 
July, the Federal Reserve index of department store sales 
was 31 points below last July, but at 284 in August the 
index stood only 25 points below August, 1948. 

After declining during the early part of the month, 
the index of wholesale prices steadied and then rose half 
a point in the last week of the month to 152.4. This leaves 
the index at substantially the same level as in the begin- - 
ning of the month, though about 10 percent below the 
final week of August, 1948. The various components of 
the wholesale price index showed divergent trends during 
the month. Higher food prices offset lower prices for 
farm products, which partially recovered after an early 
dip. The index of all commodities other than farm 
products and foods remained unchanged all month. 


Foreign Trade Lower F 


Foreign trade declined sharply in July, the latest 
month for which figures are available. Exports fell to 
roughly $900 million, 19 percent below June and 12 per- 
cent below the level of July, 1948. At the same time, im- 
ports declined 14 percent to $455 million, 19 percent 
below the imports of last July. The main decline in ex- 
ports occurred in textile fibers and manufactures, while 
a principal cause for the drop in imports was the re- 
duction in imports of copper and lead. 

The excess of exports over imports dropped in July 
to $445 million. This brings the export balance in the 
first seven months of this year down to an annual rate of 
$6.3 billion, as compared to $6.1 billion for the first seven 
months of last year.. 
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Stalemate in Congress 


Close to half of the Federal Budget for the fiscal 
year beginning last July 1 has not yet been appropriated 
by Congress. The Senate has delayed action on many 
measures and the House of Representatives, its Commit- 
tees, and their staffs are in extended recess. The rule 
permitting a maximum recess of three days is evaded by 
means of a “gentlemen’s agreement,” which permits 
continuous extension of three-day recesses. The House 
is expected back in session September 21; and after that, 
some weeks will be required to act on accumulated leg- 
islation. 

Agencies whose funds have not been appropriated are 
currently operating under a joint resolution, which per- 
mits them to carry on at the same level as last year until 
other action is taken. Each passing month limits the 
range of effective action and makes changes more diffi- 
cult. In the meantime, Federal expenditures are not devi- 
ating widely from the rising trend projected in the 
budget President Truman sent to Congress last January. 


Administration Versus Coalition 

This situation is a direct consequence of the compara- 
tive balance of power betweeen the Administration and 
the Congressional “Coalition” consisting primarily of 
Republicans and Southern Democrats. The Administra- 
tion can’t get amything passed against the wishes of the 
Coalition; and the Coalition can’t muster enough votes to 
pass anything over the President’s veto. The result is 
that measures agreed upon by both go through easily, 
while those disputed don’t go through at all. 

There is fairly definite agreement on some of the 
biggest budget items. Outstanding among these are the 
military and other war-connected expenditures, for which 
increases are already authorized. The direct military pro- 
gram was passed by the House at a level higher than the 
Administration’s request, to provide a larger air force; 
and since these extra planes are virtually the only point 
of disagreement between the House and Senate, a com- 
promise appears likely. Military aid for Europe has 
encountered more resistance than was anticipated, ap- 
parently reflecting a secondary disagreement as to how 
much control over the combined military forces we 
should retain. The military pay boost will in all prob- 
ability also be voted, and veteran expenditures will 
considerably exceed the budget estimate. Interest on the 


public debt, which results largely from war expenditures, 
is an unquestioned obligation. 

On the other hand, President Truman’s “Fair Deal” 
program has virtually been discarded, though limited 
parts of it may be passed this year. Its economic contro] 
measures would have received a cool reception at best; 
and developments had been undermining the need for 
them for some months before they were formally re. 
quested. The civil rights measures were from the outset 
well designed to split the Democratic majority and re. 
establish the Coalition that operated so effectively in 
the latter part of the Roosevelt regime. 

An example of how the deadlock prevents change is 
provided by the retention of the Taft-Hartley Act. Early 
in the session it became evident that campaign promises 
of outright repeal could not be made good; and after ex- 
tended maneuvering, it became clear that only a slightly 
modified version of the existing Act could be put through, 
Organized labor considered the proposed changes worth- 
less and preferred to carry a clear issue into next year’s 
elections. When the Administration indicated the modi- 
fication would be unacceptable, it was dropped. 


Budget Balancing Not Feasible 


The deadlock on taxes has been even more complete 
than that on expenditure programs. The changes in the 
economic picture that undermined other anti-inflation 
measures has also killed off any potential new taxes. In 
his midyear economic report, the President recalled his 
request for additional taxes, recognizing the deflationary 
impact of tax increases in a period of decline. The 
further recognition that deficits would be incurred was 
then simply a matter of facing the issue squarely. 

Deficits, however, have always been a kind of political 
bogeyman. So the perennial opponents of government 
spending saw the anticipated deficit as an opportunity to 
cut various programs, particularly those they did not like. 
They gained some support from “across-the-board” cut- 
ters who were willing to sacrifice parts of small programs 
they feel important in order to obtain the much bigger 
savings from other programs. 

An economy drive was thus started but under the cir- 
cumstances it couldn’t win. The same developments that 
produced the decline in revenues, the deficit, and the 
desire to cut spending, also called forth an opposing re- 
action — to support the economy against further decline. 
The requests for reductions in government spending to 
prevent the appearance of a deficit could not be con- 
sidered to take the economic problem seriously, since a 
reduction of expenditures would in all probability have 
more serious deflationary effects than an equivalent in- 
crease in taxes. In short, the economy drive was under- 
mined by the fear of depression, which for the majority 
of Congressmen is greater than the fear of minor addi- 
tions to the government debt. 

The importance of this factor is exemplified by the 
passage of the public housing program. In this case, ap- 
proval of what is essentially an Administration measure 
was partly due to the split in the Coalition resulting from 
the fact that one of the Republican leaders, Senator Taft, 
was a long-time sponsor of housing legislation. Perhaps 
more important in overcoming opposition was the reaction 
to the business decline. Residential construction seemed 
to be losing ground in the early part of this year, despite 
continuing widespread shortages; and the economic im- 
portance of this type of activity combined with popular 
pressure for a solution of housing problems to muster the 
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ILLINOIS INDUSTRIES AND RESOURCES 


HYBRID CORN 


Hybrid corn — thought by many to be the greatest 
plant development in 500 years—is an outstanding ex- 
ample of modern scientific improvement in food produc- 
tion. Perhaps its most significant characteristic is its 
high yield; estimates of increased production resulting 
from the use of hybrids run as high as 135 million extra 
bushels a year in Illinois alone. 

Illinois leads the nation in the production of hybrid 
seed corn, largely because of ideal corn-growing soil and 
climate and its superior native strains of old-type corn. 
Three of the four leading hybrid seed producers in the 
United States are in Illinois, and they are a major factor 
in the State’s $35 million hybrid corn industry, which 
produces about 3,500,000 bushels of seed corn annually. 


A New System of Breeding 


Hybrid corn is the result of inbreeding and then cross- 
fertilizing different strains of corn, thus combining their 
characteristics. Actually, all corn is hybrid; open polli- 
nated plants are merely chance-born combinations of the 
numerous strains of corn in each field. The hybrid corn 
breeders discovered that by controlling pollination they 
could blend the desirable traits of different strains and 
increase yields by utilizing the hybrid vigor resulting 
from controlled combination. 

A major phase of the work has been searching among 
open pollinated varieties for outstanding plants to be 
inbred, or self-pollinated, the first step in the production 
of a hybrid. By fastening paper bags over the tassels and 
ear shoots of corn plants before the pollen or silks de- 
velop, normal air-borne pollination can be prevented. The 
ears are later pollinated with the pollen caught in the 
paper bag over their own tassels. Inbreeding continues 
until the dominant traits of each strain are evident. 

Hybrid corn is the result of crossing two inbreds by 
planting them in alternate rows and detasseling the plants 
that are to bear the hybrid seed. The favorable traits of 
the inbreds chosen for crossing are passed on to the next 
generation and thus combined in a single strain. The 
resulting “single cross” is often used in the production 
of sweet corn and popcorn, but field corn hybrids are 
developed by further crossing two previously proven 
single crosses. It is this “double cross” hybrid seed that is 
sold to the farmers who produce hybrid corn for market. 


Early Research 


It is popularly believed that the commercial seed pro- 
ducers are almost entirely responsible for the development 
of hybrid corn, but their work would have been impos- 
sible without the scientific research which preceded it. 

The first experiments with corn breeding were done in 
1896 at the University of Illinois Agricultural Experiment 
Station. An attempt to alter the balance of food elements 
in the corn kernel, this project was the first to inbreed 
corn on a field scale, but was discontinued when no mate- 
tial change in kernel content appeared. The inbreeding, 
however, was continued and was the basis for the Sta- 


tion’s outstanding hybrid research, which has been an 
important factor in establishing Illinois as the center of 
the hybrid corn industry. 
_ The research started at Illinois was continued at the 
Connecticut Experiment Station, where in 1907 the first 
single cross hybrid was developed. It yielded 142 bushels 
of corn per acre, while at that time a good yield in the 
Corn Belt was from 40 to 60 bushels. This first hybrid, 
however, proved unsuccessful in the Midwest and it be- 
came evident that each corn-growing area would have 
to develop its own hybrids from native varieties of corn. 
Henry Wallace, the founder of the Pioneer Hi-Bred 
Corn Company, was impressed with the Connecticut work 
and as early as 1913 maintained an inbreeding project in 
Iowa. The first outstanding hybrids in the Corn Belt, 
however, were grown at the McLean County Government 
Experiment Station at Bloomington. Jim Holbert, the 
head of the Station, was the leading hybrid corn breeder 
in the nation during the 1920’s and 30's. 


Commercial Seed Production 

It was obvious that maintaining breeding plants would 
be an impossible task for farmers, and a new industry 
grew up to supply hybrid seed, over 80 percent built on 
the foundations of regular seed businesses. In the 1920's 
Wallace in Iowa, Gene Funk at Bloomington, and C. L. 
Gunn at DeKalb were developing hybrid strains and by 
the middle 30’s had started large-scale distribution of 
hybrid seed. They were soon joined by young Lester 
Pfister of El Paso, one of the first farmers to do his own 
inbreeding and commercially produce hybrid seed. 

These four men founded the nation’s great hybrid 
seed companies — the Pioneer Hi-Bred Corn Company, 
Funk Brothers Seed Company, the DeKalb Hybrid Seed 
Company, and Pfister Associated Growers, Inc. There 
are also a great many small, independent hybrid-seed 
producers who are responsible for a large proportion of 
the national output. 

Hybrid corn did not sell itself; most farmers in the 
Midwest were skeptical of its practicality. The hybrid- 
seed producers popularized it by enlisting farmers to sell 
the seed to their neighbors, giving it away if necessary. 
Once planted, the hybrids’ yield was so impressive that in 
a single decade most of the Corn Belt ceased raising the 
old-type corn. More than 99 percent of the total corn 
acreage in Illinois is planted with hybrid seed. 

Today hybrids can be “custom made” to resist ex- 
treme weather conditions and various plant diseases and 
insect pests, and their sturdior stalks have made mechani- 
cal corn harvesting possible for the first time. New and 


' improved strains are constantly being developed, with 


the latest research devoted to increasing the number of 
ears on each stalk and developing strains with high pro- 
tein or oil content. These almost miraculous improve- 
ments have done much to convince the average farmer 
that research is and will continue to be an important key 
to better farming. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 
Percentage Changes June, 1949, to July, 1949 


-40 ~20 ° + 
COAL | PRODUCTION 


ELECTRIC POWER PRODUCTION 


EMPLOYMENT — MANUFAC TURING 


CONSTRUCTION| CONTRACTS AWARDED 


i 
DEPARTMENT STORE SALE 


BANK DEBITS 


us, 


FARM 


ILLINOIS BUSINESS INDEXES 


Percentage 

July, 1949} Change from . 

tems (1935-39 ae July 

1949 1948 
Electric power!................ 240.7 —-1.2 | + 3.4 
Coal production?............... 79.8 —6.4 | —35.0 
Employment —manufacturing*..} 112.1 —1.2 | —11.2 
Payrolls—manufacturing®....... 258.6 —1.2 | —10.1 
Dept. store sales in Chicago‘. . 201 .9* —8.3 | —18.0 
Consumer prices in Chicago’. . 173.9 —-1.1 | — 2.6 
Construction contracts awarded®| 395.6 +3.9 | + 4.1 
266.1 -—9.8 | — 7.6 
Life insurance sales (ordinary)*®..| 163.2 —7.5 | — 8.1 
Petroleum production™......... 245.5 +4.4 1+ 0.4 


UNITED STATES MONTHLY INDEXES 


Percentage 
uly Change from 
Item 949 June | July 
1949 1948 
Annual rate 
in billion $ 
Personal income’............. 209. 7* 1.3] — 2.2 
Manufacturing! 
New construction activity’ 
Private residential.......... 7.8 + — 81 
Private nonresidential...... . 7.9 + 3.1] — 8.0 
Public nonresidential........ 6.3 + 7.4} +18.2 
Foreign trade! 
Merchandise exports........ - 10.8 —18.8 | —12.1 
Merchandise imports........ 5.5 —13.5 | —19.0 
Excess of exports........... 2 —23.6| — 3.5 
Consumer it outstanding? 
16.2» +0.4/ + 9.9 
Installment credit.......... 9. 3> + 2.3 | +20.5 
Business 45% 12.9» — 2.2} —11.0 
Cash farm income’............ 25.2 +5.0| —21.7 
Indexes 
(1935-39 
Industrial production? = 100) 
Combined index............ 162* — 4.2) —12.9 
Durable manufactures...... . 186* — —15.1 
Nondurable manufactures... . 156° 2.5) 77 
124* — 7.5 | —19.0 
Manufacturing employment‘ 
Production workers......... 148* -0.5| 
Factory worker earnings* 
Average hours worked....... 103 —- 0.3} — 2.5 
Average hourly earnings..... 231 + 0.2) + 3.8 
Average weekly earnings..... 239 —- 0.0; + 1.3 
Construction contracts awarded} 399 0.2); — 2.0 
Department store sales*....... 280" — —10.0 
Consumers’ price index*....... 168 —- 0.6; — 3.0 
Wholesale prices* 
All commodities............ 190 — 0.6); — 9.1 
218 — 1.6} —15.1 
204 — 0.7} —14.3 
Farm prices* 
Received by farmers. ....... 233 — 1.2 | —17.3 
Paid by farmers............ 195 — 0.4] — 2.8 


1 Fed. Power Comm.; ? Ill. 


of Mires; *Ill. Dept. of 
* Fed. Res. oe, 7th Dist.; * U. 


Bur. ot Labor *F. 


* Seasonally 
dexes, 1909-14 = 
S. 


“don >» As of end of month. ¢ Based on official in- 


; Bd.; * Til. Coop. Crop Repts.; Dept. of Commerce; ? Fed eserve Board; * 
adjusted. 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1949 1948 
Item 
Aug. 27 | Aug. 20 | Aug. 13 Aug. 6 July 30 | Aug. 28 

Production: 

thous. of short tons..| 1,318 1,258 1,333 1,258 1,227 2,036 

Electric power mil. of kw-hr........ 5,523 5,579 5,530 »466 5,518 5,478 

Motor vehicles (Wards)............. number in thous..... 148.5 142.7 140.1 142.3 136.5 95 

thous. bbl........... 717 4,723 4,723 4,670 4,677 5,529 

1935-39 =100....... 175.1 172.4 170.0 167.9 168.3 193.6 
Freight carloadings.................+. thous, of cars....... 747 731 728 717 724 891 
Department store sales................ 1935-39=100....... 252 251 218 228 209 255 
Commodity prices, wholesale: 

All commodities. ................... 1926=100.......... 151.9 151.9 152.7 152.6 152.8 169.8 

Other than farm products and foods. .1926=100.......... 144.9 144.9 145.0 144.9 145.1 153.4 
August, 1939=100... 247.6 246.5 243.0 240.4 238.1 312.7 

inance: 

Business loans. mil. of dol... ....... 12,942 12,939 12,906 12,826 12,891 14,847 

Failures, commercial................ EF A 176 193 176 171 168 96 


Source: Survey of Current Business, Weekly Supplements. 
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RECENT ECONOMIC CHANGES 


Labor Situation Improves 


A rise of 227,000 in employment in August and a fall 
of 406,000 in unemployment have given a measure of en- 
couragement to business. The 60 million workers em- 
ployed marked a peak for 1949. The Bureau of the 
Census, in releasing August data, summarized below in 
thousands of workers, points out that the rise in employ- 
ment was contrary to the experience of recent years in 
that there has ordinarily been little change from July 


to August. 


Civilian labor force 
Employment 
Agricultural 

Nonagricultural 
Unemployment 

The rise of 1,368,000 in nonagricultural employment, 
together with recent reports by the Bureau of Employ- 
ment Security that the rate of industrial layoffs is falling, 
serves to bolster hopes that the fall pickup is under way. 
BES data show that in the week ended August 20 new 
applications for unemployment compensation declined in 
40 states. 

Weekly earnings for factory production workers re- 
mained virtually unchanged from mid-June to mid-July, 
as did the length of the work week. Earnings of 11.7 
million workers averaged $53.66 for 38.8 hours in July, 
as against $53.68 for 38.9 hours in June. Contrasting 
movements were shown as between durables and non- 
durables; wages and hours declined slightly in durable 
goods industries but rose somewhat in nondurable goods 
industries. 

While no major labor disturbances occurred in August, 
there was continued jockeying for position in some indus- 
tries. The disagreement between steel workers and steel 
companies was aired at considerable length before a 
Presidential fact-finding board, which offered to mediate 
the dispute in addition to its assigned duties but withdrew 
the offer when it developed that separate talks would have 
to be conducted for each steel company. Negotiations be- 
tween the United Mine Workers and soft-coal producers 
broke down late in the month; and the United Auto 
Workers at the Ford plants voted 7 to 1 to go out on 
strike to back up contract demands. 

Nonoperating workers of the nation’s railroads went 
on a 40-hour, 5-day week basis on September 1 after 
nearly a year of negotiations between the nonoperating 
unions and the railroads. Nearly a million workers will 
be affected by the shift from the 48-hour week. 


Production Recovers 

Preliminary Federal Reserve Board estimates of in- 
dustrial production indicate that business activity in 
August, led by such heavy industries as steel and auto- 
mobiles, regained most of the loss which occurred in July. 
After eight months of gradual decline, production was 
expected to rise to about 169 percent of the 1935-39 aver- 
age. Steel output, showing some gain from the slump of 
previous weeks, advanced from 81.3 percent of rated 
capacity to 86.3 percent during the month. Improved 
demand for steel for use in production is cited as the 
main cause, although part of the increase has been at- 
tributed by business circles to stockpiling in anticipation 
of a possible steel strike. Automotive production, aver- 
aging more than 140,000 units weekly despite work stop- 


pages affecting three producers, brought the August total 
to nearly 655,000 vehicles, a new record exceeding by 
33,000 units the previous monthly record set in 1929, the 
industry’s peak year. 


Prices Steady 


Commodity prices at wholesale remained substantially 
level during August, moving down only fractionally. 
Farm products, the only major group to show any sizable 
change, dropped 2.4 percent early in the month but re- 
gained about half the loss later. 

Prices of goods and services at retail were marked by 
the same stability, with a decline of less than one percent 
recorded in the consumers’ price index in the month 
ended July 15, when the index was 168.5 percent of the 
1935-39 average. The latest index is 3 percent below that 
of a year earlier but still 26 percent above that of June, 
1946. Food and apparel prices declined 1.3 percent and 
1.0 percent, respectively, whereas rent costs and the prices 
of other goods showed almost no change. 

Prices received by farmers dropped 4 points in the 


_month ended August 15 to 245 percent of the 1909-14 


base, whereas prices paid declined only 1 point to 243 
percent of their base. The parity ratio also dropped 1 
point, from 102 in July to 101 in August, the lowest 
point since December, 1941. 


Sales Off 


Retail sales in July declined about one percent from 
June, after seasonal adjustment, with most of the de- 
crease occurring in sales of nondurable goods. Most of 
the major groups in the nondurable category showed 
slight declines, only apparel decreasing more than 2 per- 
cent. In dollar amounts, retail sales of $10.2 billion were 
about $600 million below June. After adjustment for 
price changes, the physical volume of retail sales was 
about the same as in July, 1948. 

Manufacturers’ sales of $15 billion in July were $1.5 
billion below those of June, partly because of vacation 
slowdowns. Durable goods sales dropped $800 million to 
$6.3 billion, whereas nondurable goods sales were off 
$700 million to $8.7 billion. Textiles and foods and bev- 
erages showed the largest decreases. 

Liquidation of manufacturers’ inventories continued 
at the rate prevailing since April, with a $500 million de- 
crease bringing the book value of inventories to $29.8 
billion. The seasonally adjusted value showed a slightly 
larger decline, most of which was centered in durable 
goods industries, especially machinery. 


Construction Continues Rise 


Construction activity in August rose 3 percent over 
July to a total of $1.9 billion. Only private nonresidential 
building and some types of utility construction failed to 
share in the increase, attributed chiefly to seasonal fac- 
tors. Public construction totaling $566 million was 4 per- 
cent above July; private construction rose 2 percent to 
$1,336 million. A drop of 8 percent in private residen- 
tial building from August, 1948, was partly offset by a 
sizable rise in public residential building. Construction 
put in place during the first eight months of 1949 reached 
a total value of $12.2 billion, about 2 percent above the 
corresponding period of 1948. A 6 percent drop in 
private building for the period was more than offset by a 
30 percent increase in public construction. 
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National Product Declines 

Gross national product dropped further during the 
second quarter, from $262.5 billion in the first quarter to 
$256 billion at annual rates. The chief factor in the de- 
cline was a shift from inventory accumulation to in- 
ventory liquidation. A drop of $3.5 billion in nonfarm 
inventories after seasonal adjustment, the first since 1945, 
reflected the buying caution which has prevailed in busi- 
ness since late last year. Other components of the 
national product remained fairly stable from the first 
quarter to the second, as shown in the accompanying 
tabulation. 


GROSS NATIONAL PRODUCT OR EXPENDITURE 
(seasonally adjusted, billions of dollars at ram rates) 


Gross national product........... ios 270.3 
Personal consumption......... 178.2 7. 9 180.9 
Durable 23.6 22.5 22.9 
Nondurable goods........... 98.7 99.9 103.3 
Domestic investment.......... 34.0 41.9 48.0 
New construction........... 16.5 16.8 17.9 
Producers’ durable equipment 20.3 21.0 21.2 
Change in business inventories —2.8 4.1 9.0 
Nonfarm inventories only.. —3.5 2.8 7.1 
Foreign investment............ 8 7 1.0 
Government purchases......... 43.1 42.1 40.3 
INCOME AND SAVINGS 
National income................ n 3 234.3 
isposable personal income...... . 194. 
16.0 17.1 15.3 


The change in inventories has overshadowed the fact 
that business sales have remained high, with increased 
sales of durables and services offsetting decreased sales 
of nondurables. Expenditures for new construction and 
producers’ durable equipment, by far the most important 
categories of private domestic investment, are also being 
maintained at a high level. Personal income was down 
only slightly during the quarter, as was disposable per- 
sonal income, but both remained considerably higher than 
in the second quarter of 1948. 

Corporate profits before taxes, as reported for the 
first quarter, the latest for which data are available, 
show a sharp decline from last year, 14 percent from the 
first quarter of 1948 and 18 percent from the fourth 
quarter. However, after adjustment for charging to cost 
of sales the replacement cost of inventories used, corpo- 
rate profits show an increase of 8 percent. This latter 
adjustment must be made before corporate profits can 
be compared with other elements of the national income 
on a similar basis. 


Business Loans Turn Upward 


Loans for business purposes reversed their seven- 
month downward trend early in August, rising moderately 
in each of the last four weeks to a total of $12,963 million 
at the end of the month, a gain of $132 million. The up- 
turn has been attributed largely to seasonal factors; the 
Federal Reserve Board points out that businesses custom- 
arily start building up inventories for fall and holiday 
trade late in the summer. To provide further impetus for 
business loans, the FRB has again lowered reserve re- 
quirements for member banks. After September 1, re- 
serves against demand and time deposits will be 2 points 
and 1 point lower, respectively. An estimated $1.8 billion 
is released for additional lending by the change. 


Despite reports of falling profits and business cutbacks, 
dividend payments remain high. Publicly reported cash 
dividends, which account for about two-thirds of total 
cash dividend payments, amounted to $493.6 million in 
July, less than one percent below those of July, 1948. For 
the three-month period, May through July, such payments 
were 8 percent over the same period last year and 
totaled more than $1.5 billion. Of the major industrial 
groups, only mining, communications, and miscellaneous 
industries showed declines for the three months. Manu- 
facturing, trade, finance, and railroad payments in- 
creased more than 10 percent, with railroads ra’ 16 
percent over last year. 


Record Income Payments in 1948 

Income payments to individuals were 9 percent higher 
for the nation in 1948 than in 1947 and reached a peak 
total of $206 billion. Central States income showed the 
largest regional increase, rising 12 percent; income pay- 
ments in Illinois were up 13 percent. The major factor 
in the increase in the Central States was a 48 percent 
rise in agricultural income payments, although a 10 per- 
cent rise in manufacturing payrolls also played an im- 
portant part. 

In Illinois a rise of 69 percent in agricultural income 
was only about twice as important in terms of money in- 
come as a 10 percent increase in manufacturing payrolls, 
because of the differences in size of the two components. 
As illustrated in the accompanying chart, which shows 
the percentage distribution of income by sources in 1948 
in the nation and in surrounding states, as well as in 
Illinois, manufacturing payrolls account for more than 
27 percent of income payments in Illinois, whereas agri- 
culture provides less than 9 percent. Illinois per capita 
income of $1,817 was considerably higher than the Cen- 
tral States average of $1,534 and the national average 
of $1,410, and ranked second only to the per capita in- 
come of $1,891 in New York. 


SOURCES OF INCOME PAYMENTS IN 
SELECTED STATES, 1948 


ILLINOIS 


KENTUCKY 


Source: U. S. Department of Commerce. 


[6 ] 


rec 
ler 
Lal 
age 
4 bul 
vol 
sab 
to t 
set 

to 
) job: 
rela 
plet 
inte 
| to 
for 
] reat 
of t 
a st 
tisec 
neec 
gest 
| the 
The 
were 

ing 
the | 
L 
« 

PERCENT OF TOTAL The 

° 20 40 60 80 100 
Loui 
mine 
- ginal 
i — Ther 
altho 
65 te 
mech 
tatior 
MFG «TRADER «GOVT. OTHER opera 
SERVICE Expe 
PERCENT OF TOTAL incre: 
and ¢ 


Supervisory Training 


Supervisory Training — How, What, Why is the most 
recent of a series of bulletins on labor-management prob- 
lems published by the University of Illinois Institute of 
Labor and Industrial Relations. In discussing how man- 
agement can develop supervisory training programs, the 
bulletin outlines the problems, methods, and results in- 


sable tool of modern management.” Executives are urged 
to take their company’s training course after it has been 
set up, both to develop their own supervisory skills and 
to encourage active participation by foremen, whose 
jobs demand an effective working knowledge of human 
relations. 


Bunsen Burners 


The National Bureau of Standards recently com- 
pleted a study of Bunsen burners which should be of 
interest to areas now converting or planning to convert 
to natural gas. “A Study of Laboratory Bunsen Burners 
for Natural Gas,” a report in the June issue of the Bu- 
reau of Standards’ Journal of Research, reveals that none 
of the 16 commercial Bunsen burners tested maintained 
a steady flame while burning natural gas, although adver- 
tised as suitable for its use. The article points out the 
need for changes in design for satisfactory operation, sug- 
gesting a number of modifications which would increase 
the burning rate of the burners to give a steadier flame. 
The main causes of poor performance with natural gas 
were found to be improper throat size, inadequate burn- 
ing surface, and insufficient opening for mixing air with 
the gas prior to burning. 


Soft Coal 


Like many other industries, soft coal is faced with 
a declining market, but its situation is further complicated 
by continuing long-term changes in fuel consumption. 
The Monthly Review of the Federal Reserve Bank of St. 
Louis discusses the industry’s problems in its August issue 
in an article entitled “Soft Coal in the Eighth District.” 
About 11 percent of the nation’s soft coal production is 
mined in the District’s principal producing area, Central 
and Southern Illinois, where the present decline in de- 
mand has caused the closing of a number of small mar- 
ginal mines and also several that were once among the 
nation’s largest. This decline is more than a seasonal lag. 
There is increasing competition from other fuels and, 
although still the principal source of energy in the 
United States, in the past 20 years coal has dropped from 
65 to 50 percent in the proportion of the nation’s total 
energy it supplies. The article stresses the necessity~ for 
reducing production costs and suggests that increased 
mechanization and the increasing use of water transpor- 
tation offer a partial solution. 


Illinois Timber Land 


The Central States Forest Experiment Station, in co- 
operation with the University of Illinois Agricultural 
Experiment Station, has made a study of the State’s 
supply of standing timber and the rate at which it is 
increased by growth and diminished through industrial 
and domestic uses, weather, fire, and disease. The report 


volved, and states that such programs are “an indispen-. 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


of their findings, Forest Resources in Illinois, is willie 
composed of tables giving complete statistics on Illinois 
forest land. Only 11 percent of Illinois land is in forests, 
with Pope, Alexander, and Calhoun counties the most 
heavily forested. There is sufficient timber for lumbering 
on 46 percent of the commercial timber land in the State. 
Less than one-third of the timber volume, however, is in 
high grade logs suitable for cooperage, veneer, or furni- 
ture, and the large proportion of low quality timber is a 
serious problem, and one which the Forest Survey may 


help to correct. 
Liquid Assets 


“Estimated Liquid Asset Holdings of Individuals and 
Businesses” is the title of an article in the July issue of 
the Federal Reserve Bulletin discussing the nation’s liquid 
assets in 1948. As shown in the chart, the two most 
liquid types of assets, currency and demand deposits, were 
reduced last year, while time deposits, savings and loan 
shares, and United States Government securities were 
enlarged. Liquid asset holdings of individuals increased 
during 1948 by an estimated $2.5 billion, the smallest gain 
since before the war and $4.6 billion less than the gain in 
1947. Total personal savings, however, increased sub- 
stantially, reflecting considerably larger investment in 
housing, farms, nonfarm unincorporated businesses, and 
corporation and state and local government securities. 
Individuals added more United States securities and 
fewer time deposits to their accumulated liquid savings 
in 1948 than in any other postwar year. Total business 
holdings in 1948 decreased by $0.7 billion, with the liquid 
funds of unincorporated businesses decreasing for the 
third successive year, although corporations added to their 
liquid assets for the first time since 1945. 


DISTRIBUTION OF LIQUID ASSET HOLDINGS 


(as of end of year) 


PERCENT 
oor 


U.S. GOV'T. 
SECURITIES 


1939 1941 1945 1947 


Source: Federal Reserve Buiietin. 
* Includes savings and loan shares. 
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POSTWAR SHIFTS IN FREIGHT AND PASSENGER TRAFFIC 


D. P. LOCKLIN, Professor of Economics 


Since the war there have been marked shifts in freight 
and passenger traffic from one mode of transport to 
another. To some extent these shifts represent a restora- 
tion of relationships which existed before the war. On 
the other hand, they may also reflect changes in rate 
relationships, in cost relationships, and in other factors 
that will create a different pattern of traffic distribution 
from that which prevailed prior to the war. The changes 
currently taking place are not yet fully worked out, but 
some indications of what happened during the postwar 
years are revealed by data now available. 


Freight Traffic 


It should be noted first that there was a tremendous 
increase in the volume of freight traffic during the war 
years. It is estimated that the total ton-miles of intercity 
freight transportation reached a high of 1,078 billion in 
1944. Chart 1 shows that since the war there has been a 
sharp decline in ton-miles, but the 995 billion ton-miles 
in 1947 were more than twice the 1938 figure. The rail- 
roads were called upon to transport the greater part of 
the wartime increase in traffic. Curtailment of intercoastal 
and coastwise shipping made necessary by the war, and 
scarcities of gasoline and rubber, threw upon the rail- 
roads large quantities of traffic that normally would have 
moved by water or by motor vehicle. In 1943 the railroads 
carried nearly 72 percent of the total freight traffic com- 
pared with about 62 percent in the prewar period. In 1947 
the proportion carried by the railroads had declined to 
67 percent. Figures for 1948 and 1949 will probably show 
that a further decline has occurred. 

Motor carriers, which transported between 7 and 8 


Chart 1— FREIGHT TRAFFIC 
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Sources: Interstate Commerce Commission; Civil Aero- 
nautics Administration. 


percent of the total ton-miles of freight in the prewar 
years, carried between 4 and 5 percent during the war 
years, a circumstance brought about in part by the 
shortage of gasoline, tires, and new vehicles. Motor trans- 
portation of freight has increased rapidly since the war 
and has recovered its prewar relative position in a greatly 
augmented total freight volume. Recent truck-loadiag 
figures indicate that truck traffic further increased from 
1947 to 1948, while rail car-loadings decreased. 

Air freight and express increased from about 2 million 
ton-miles in 1938 to over 100 million in 1948. Notwith- 
standing this spectacular growth, air freight and express 
constituted only about 0.01 percent of the total ton-miles 
of intercity freight in 1947. This'is too small a proportion 
of the total ton-miles to be shown in Chart 1. 


Effect of Freight Rates 


Recent increases in motor-truck traffic have been 
stimulated by advances in railroad rates. Since the end 
of the war the railroads have sought percentage increases 
in freight rates in a number of proceedings before the 
Interstate Commerce Commission. As a result of the 
latest of these increases, decided August 2, 1949, the 
cumulative increases in the rates above those in effect 
June 30, 1946, are about 61.5 percent in the East, 58.1 
percent in the South, and 52.9 percent in the West. Not 
all rates have been increased by these amounts, since 
various exceptions have been made and some commodi- 
ties have been subject to specific maxima in cents per 
hundred pounds, or per ton, thus restricting the magni- 
tude of the increase on long-distance shipments. 

Motor carriers and water carriers have been subject 
to the same economic forces which have made increases 
in railroad rates necessary, and rates of these carriers 
have increased also. The rates of motor carriers, how- 
ever, have generally not increased as much as those of 
the railroads. This has widened or, in other cases, created 
a spread betweeen rail and motor rates that opens up 
greater possibilities of saving by shippers if they will 
divert their traffic to the highways. Even where existing 
spreads are maintained, the higher aggregate rates cause 
some shippers to take advantage of rate spreads that 
formerly did not seem important to them. 

It is to be remembered also that shippers having sub- 
stantial tonnages to ship may also avoid high motor- 
carrier rates by performing their own transportation 
service over the highway if it proves to their advantage 
to do so. The Interstate Commerce Commission, in its 
latest decision authorizing railroad rate increases, re 
ferred to the convincing evidence that the rate increases 
were diverting more and more traffic to the highways. 

The railroads are not unmindful of the consequence 
of these increases in rates. Apparently railroad strategy 
has been to obtain general increases in rates as rapidly 
as possible to offset the increases in operating costs which 
have occurred since the war. This is not expected to 
affect the basic traffic most suitable for railroad shipment. 
But it puts the roads in a position to make whatever 
concessions in rates may be necessary to hold particular 
traffic that might be lost to other modes of transport. 

Whether the latter process can and will be carried 
out rapidly enough to prevent further loss of traffic 
cannot be foretold. There is some indication, however, 
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that it has already started, and that reductions are being 
proposed to meet highly competitive situations, such as 
transport of citrus fruit. Past experience shows that the 
railroads do not hesitate to reduce rates on competitive 
trafic when there is a substantial amount involved and 
it seems advantageous for them to retain it, even at the 
expense of greatly reduced rates. 

The railroads can make reductions to gain competi- 
tive traffic to a much greater extent than their competitors 
on the highways or waterways. Substantial reductions in 
motor-carrier or water-carrier rates bring the rates below 
the direct or out-of-pocket costs incurred in moving the 
competitive traffic and hence are unprofitable. Railroads, 
since a large part of their costs is fixed, normally 
operate with a wider margin between out-of-pocket costs 
and total receipts; and since the part of this margin rep- 
resenting costs is itdependent of the amount of traffic 
carried, they often find it profitable to cut rates in com- 
petitive traffic to considerably less than a normal basis. 
In fact, it is highly important for them to retain such 
trafic when it will make some contribution to fixed ex- 
penses rather than lose it to a competitor, where it will 
make no contribution. Thus the railroads seem to have 
the advantage in any competitive struggle that takes the 
form of rate cutting. It is likely that they can and will 
take steps to check the recent shift in traffic from the rails. 


Passenger Traffic 

In the passenger field the pattern of traffic distribution 
is quite different from that of freight, as is shown by a 
comparison of Charts 1 and 2. During the war, the re- 
strictions on the use of private automobiles threw upon 
the public carriers a greatly increased proportion of the 
wartime travel. In 1937 the railroads carried about 9.5 
percent of the total intercity passenger-miles, buses about 
4.7 percent, and private automobiles about 85 percent. In 
1944 the proportions carried by railroads and buses rose 
to 34.9 percent and 9.5 percent, respectively, while private 


Chart 2— PASSENGER TRAFFIC 
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automobile traffic dropped to about 54 percent. In the 
postwar period the trend has been back toward the old 
patterns, with railways carrying about 13.4 percent of the 
intercity travel in 1947, buses about 6.6 percent, and 
private automobiles 77.7 percent. 

The. most important development in the field of pas- 
senger transportation has been the rise of air travel. 
From 1938 to 1948, air passenger-miles carried by sched- 
uled air lines increased from less than 500,000 passenger- 
miles to about 6,000,000. This figure, however, is still less 
than 2 percent of the total intercity passenger-miles re- 
ported for all agencies of transport. ; 

The competitive threat to the railroads from commer- 
cial air transportation is principally in the parlor- and 
sleeping-car branch of the service. Here the air lines may 
cut seriously into rail traffic. A recent ICC study shows 
that in 1938 air travel was equal to 6.1 percent of the 
combined air and railway parlor- and sleeping-car traffic, 
whereas in 1948 it had risen to 34.6 percent. It should not 
be inferred, however, that air passenger traffic is entirely 
taken from surface carriers. Some of the air travel is new 
traffic; that is, it is travel that would not have occurred 
at all in the absence of speedy air transport. 

Future developments will indicate whether the pattern 
of freight and passenger traffic distribution will be differ- 
ent from that which prevailed before the war. However, 
substantial shifts could occur without altering the 
fact that the railroads are the backbone of our transpor- 
tation system. It must be recognized also that the other 
means of transportation are an essential part of an ade- 
quate transportation system. 


Stalemate in Congress 
(Continued from page 2) 


necessary support. In all probability, a continuation of 
the decline toward depression levels would have called 
forth additional anti-depression measures, and failure to 
move further in that direction was partly no more than 
a matter of watchful waiting to see what was going to 
happen before further commitments were undertaken. 

Now that an upturn is in evidence, this factor will 
become less important. However, in the consideration of 
funds for particular government programs, the lines of 
support and opposition are not always well defined. 
Specific groups strongly favoring particular programs 
are willing to go along on others to gain support. Most 
of the existing programs have mustered enough support 
to keep them going throughout the years. Most have 
also been cut already to near-minimum levels, if not 
directly, then by the necessity of using fixed appropria- 
tions to carry on operations subject to increasing costs. 

In short, the stalemate may be expected to continue, 
but without significant effect on the economic outlook. 
Since neither economic needs nor practical politics sup- 
port budget balancing as a practical approach to govern- 
ment policy, it seems probable that something like the 
budget estimates will eventually be passed for most pro- 
grams. Among the exceptions are programs in which 
expenditures are not subject to definite control, such as 
farm price supports, veterans’ readjustment benefits, and 
RFC mortgage purchases. These three items alone may 
exceed budget estimates by about $2 billion. In addition, 
the $2.8 billion refund of excess veterans’ insurance 
premiums, now definitely scheduled for early 1950, is 
entirely outside the budget. All things considered, govern- 
ment operations should represent a definite stimulus to 
economic activity throughout the fiscal year. 
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LOCAL ILLINOIS DEVELOPMENTS 


Illinois business activity in July was down somewhat 
from the preceding month, with coal production, depart- 
ment store sales, and building permits all showing large 
declines. Manufacturing employment and payrolls fell 
slightly from last month for the State as a whole, but 
unemployment in scattered areas in Southern Illinois was 
running above 12 percent. 


Department Store Sales 


As is indicated by the chart on this page, seasonally 
adjusted department store sales for Chicago fell 8.3 per- 
cent in July as compared with a decline of only 1.4 
percent for the nation. The sharp fall in July for the 
Chicago stores has brought their sales index to a point 
slightly under their index of stocks. For the nation as a 
whole, a further decline in inventories widened the gap 
between the indexes. 

The Chicago department store sales index is now down 
to 202 percent of the 1935-39 average, lower even than in 
1946. The department store sales index for the nation, at 
280, remains at about the 1947 level. However, since the 
Chicago sample is weighted heavily by stores in the Loop 
area, the index may not provide a representative picture 
of the longer-term trend of department store sales in the 
entire metropolitan area. 


DEPARTMENT STORE SALES AND STOCKS 
(seasonally adjusted) 
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Construction 

The Federal Public Housing Administration has ap. 
proved a Chicago Housing Authority buildiig program 
for 21,000 subsidized, low-rent dwelling units under the 
recently passed Housing Act. The estimated cost is $210 
million. Sites are to be chosen and contracts awarded for 
12,000 of the dwellings within the next year and for the 


‘remaining 9,000 units by August, 1951. 


According to the Chicago Association of Commerce, 
July investments in industrial facilities (new construc- 
tion, additions to existing plants, and acquisitions of land 
and buildings for industrial purposes) in the Chicago 
area totaled $7,813,000, a 54 percent drop from the 
$17,164,000 reported for the same month of last year. The 
total for the first seven months of 1949 was $60,933,000, 
as against $80,348,000 invested during the comparable 
period of 1948. 

The estimated valuation of Chicago building permits 
fell sharply in July to $9.7 million as compared with the 
$19.5 million authorized in the preceding month and the 
even higher total of $20.9 million authorized in July of 
1948. The decline from June reflects primarily a $6 mil- 
lion drop in the valuation of residential permits to $4 
million, nonresidential permits showing a smaller decline. 


Labor 


According to a survey by the Illinois State Employ- 
ment Service, the current decline has eliminated 1,200 
jobs from the Crab Orchard labor market since January. 
Crab Orchard and three near-by areas in I!linois — Cairo, 
Centralia, and Mt. Vernon — were on the United States 
Department of Labor’s list of small areas where unem- 
ployment was running at 12 percent or more of the labor 
force and where special aid was needed. Commerce De- 
partment officials have taken steps to determine what 
items could be produced in the Crab Orchard region to 
fit the needs of the government procurement program. It 
has been recommended that these “critical spots” be 
given first consideration in the awarding of government 
contracts. 

The Bituminous Coal Institute has announced that soft 
coal miners in Illinois averaged $75.93 a week during the 
first half of 1949. This is more than 20 percent above 
the average weekly earnings of $62.46 for male employees 
in all manufacturing in the State as reported by the IIli- 
nois Department of Labor. It is also $5 a week more than 
the national soft coal average wage of $70.98. Average 
hourly earnings for bituminous miners in Illinois were 
$2.09, as compared with the $1.57 average for male 
workers in all Illinois manufacturing and the $1.94 hourly 
average for the soft coal industry as a whole. 


Consumers’ Prices 

By mid-July the consumers’ price index for Chicago 
had fallen to 173.9—~a decline of 1.1 percent from the 
preceding month and 2.6 percent from mid-July of 1948. 
At the same time the index for the nation as a whole was 
168.5. With the exception of last February, when the 
Chicago index dipped to 172.9, the new level is the lowest 
since April, 1948. Rents were not surveyed in July, but 
all other major groups — food, apparel, fuel, electricity 
and refrigeration, housefurnishings, and miscellaneous — 
contributed to the decline. Food, down 2.0 percent, was 
the most important factor in the reduced living cost. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


JULY, 1949 
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Sources: ! Illinois Department of Labor. Data on employment and payrolls include plants in areas surrounding designated cities. 
*Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. 
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Depart- Bank Postal 
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